





Entries Under Perpetual and Periodic Inventory Systems

Perpetual Inventory System Periodic Inventory System

Purchase merchandise for resale:

~wEntory (900 at 561 5,400 Purchases (900 at 561 5,400
Accounts Pavable 5,400 Accounts Payable 5,400
record sale;
Lzocounts Receivable 7.200 Accounts Receivable 7.200
Sales (600 at $12) 7.200 Sales (60D at 512 7.200
-ost of Coods Sold
(600 at 46 3,600 (Mo entry necessary)
Invertory 3,600

Closing entrles:

Inventory (ending) 2,400

o entry necessary) Cost of Coods Soid 3,600
Purchases 5400
inventory (beginning) GO0
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call-Mart Inc,

Imventary Related Activities (Basic Daral

Date Furchases
Mar. 2 2000 @ 34.00
Mar. 15 6000 & 440
Mar 19
War. 20 2000® 4350

S0ld or 1ssuEd

4,000 units

Balance

2,000 units
B.000 units
4,000 Units
6,000 urits

The ending inventory consisted of & 000 units. Also. the 4000 units were sold for $10.00 each
far 3 total sales revenue of 540,000 A there was no beginning imventory, there were 10,000

Lrits avalanie for sale at 3 total cost of 543400,

4 555
, 595
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#
specific Identification Method
Date Purchased % Unit Cns_t

Mar. 2 41,000 $4.00
Mar. 15 3,000 4.40
Mar. 30 2,000 450
Ending inventory 6,000

Coods available for sale (total of beginning

inventory and purchases) 543,400
Deduct ending inventory 26,200
Cost of goods sold $17,200

%

Total

5 4,000
13,200
9,000

$26,200
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Periodic Inventory System: FIFO Method

- ate of Invoice Mo, Units Unit Cost Total Cost
*tar. 30 2,000 54.50 5 9,000
tar. 15 4,000 4.40 17.600
Ending inventory 6,000 $26,600
Cost of goods available for sale 543,400
Deduct ending inventory 26,600
Cost of goods sold $16,800
Perpetual Inventory System: FIFO Method
Date Purchased Soid or Issued Balance
*dar. 2 (2,000 @ 54.000 § 8,000 2000@ 5400 § 8000
*1ar. 15 6000 @ 4.40) 26,400 2000@ 4.00 24,400
6000@ 440
‘tar. 19 2,000 & 54.00
2000@ 44 m} $16,800 4000@ 440 17,600
tar. 30 i2000@ 4500 9,000 4000@ 440 26,600
2000@ 450
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Inventory
Purchases
Purchases
Purchases

Periodic Inventory System: Welghted-Average Cost Method

Unit Cost

_—

$4.00
4.40
430

$4.34

6,000 x $4.34 = $26,040

Date Mo, Units
Mar. 1 —_
Mar. 2 2,000
Mar. 15 6,000
Mar. 30 2,000
Total goods available 10,000
: $43,400
hted- I Lin =
Weighted-average cost per unit 70,000
Inventory in units 6,000
Ending inventory
Cost of goods avallable for sale 543,400
Deduct ending inventory 26,040
Cost of goods sold $17,360

(= 4,000 x 5434}

Total Cost

$ 8,000
26,400
9,000
543,400
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Perpetual Inventory System: Moving-Average Cost Method

Date Purchased Sold or lssued Balance
Mar, 2 {2,000 @ 54.00) § 8,000 (2,000 @ $4.000 § 8,000
Mar. 15 (6,000@ 4401 26,400 2000@ 4300 34,400
Mar, 19 {4,000 @ 54.30)

$17,200 4000 @ 4300 17,200
Mar. 30 2000@ 4500 9,000 6,000 @ 4.367) 26,200

Calculation of moving-average cost per unit:

After March 15 purchase
= Cost of units available / Units available
= (52,000 x $4.00) + (6,000 x $4.40)) / (2,000 + 6,000)
= (58,000 + $26,400) / 8,000
= 534,400 / 8,000
= 5430

After March 30 purchase
= [(4,000 x $4.30) + (2,000 x $4.501 / (4,000 + 2,000
= $26,200 / 6,000
= 54.367
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Periodic Inventary System: LIFO Method

_'_.;.‘_e of Invoice No. Linits
2 2,000
15 4,000
:~ding Inventory 6,000

Cost of goods available for sale
Deduct ending inventory

Cost of goods sold

543,400
25,600

Unit Cost

54.00
4.40

Total Cost

$ 8.000
17,600

$25,600
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Perpetual Inventory System: LIFO Method

_[}ate Purchased

Mar. 2 (2,000 @ 54.001 5 B,000
Mar. 15 6,000@ 4.40) 26,400
Mar. 19

Mar. 30 (2000@ 4500 9,000
6 @ >

Sold or Issued

4,000 @ %4.400
$17.,600

Balance

2000@35400 § BO0O

2000@ 4.00

4
6,000 @ 4.40 A

2000@ 4.00

2,000 @ 4.40} e

2000 @ 4.00

2000@ 440 25,800
2000@ 450
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Comparative Results of FIFO, Weighted-Average and

LIFO Inventory Methods: Periodic System

Partial Income Statement:
Sales Revenue
Cost of Goods Sold:
Beginning inventory
Purchases

Coods Available
Deduct;
Ending Inventory

Cost of Goods Sold
Gross Profit

Balance Shest:
Inventory
Ohectives:
1. Matching

2. Balance Sheet
Valuation

Z. Income Tax
Minimization

"Results in a realistic accomplishment of abjective relative to other methods,

Method
FIFO Weighted-Average LIFQ
$40,000 540,000 $40,000
5 -0 S 0 s -0
43,400 43,400 43,400
543,400 543,400 $43,400
26,600 26,040 25,600
16,800 17 360 17 800
523,200 $22 640 $22,200
526,600 526,040 525,600
Old costs Average cost "Current” costs
against current against current against current
revenue revenue revenue*
“Current” costs® Average cost Old costs
Resuits in higher Best in Canada in Mot allowed in
taxable income in periods of rising Canada in most
perinds of prices as results situations. If
rising prices, in highest cost of it were, it
goods sold next would be best
to LIFO.* in periods of
rising prices.



%









